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GST Pacwest Telecom Hawaii, Inc. ("Pacwest"), by its

undersigned counsel, hereby submits its Opposition to the Direct

Case filed in the above-captioned proceeding by GTE Service

Corporation and its affiliated telephone operating companies

("GTE") . In its Direct Case, GTE fails to meet its burden of

1/

justifying its disparate rate structure for expanded

interconnection service ("EIS") and DS1/DS3 service as required

by the Commission's Order Designating Issues For Investigation. 1/

Accordingly, Pacwest respectfully petitions the Commission to:

(i) reject those portions of GTE's virtual collocation tariff

that are patently unreasonable; and (ii) prescribe reasonable

rates.

Pacwest has a direct and immediate interest in this

proceeding, and in particular, in ensuring that GTE's EIS rates,

Order Designating Issues For Investigation, DA 95-2001 I

No. of Cop~es ree d
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terms, and conditions are reasonable. Pacwest is an authorized

competitive provider of intrastate, interstate, and international

telecommunications services in Hawaii,~1 and competes in this

market with one of the GTE telephone operating companies GTE

Hawaiian Telephone Company, Inc. Until recently, GTE had a

monopoly on the provision of intrastate telecommunications

services in Hawaii.~1 Recently, however, the Hawaii Public

Utilities Commission ("HPUC 11
) granted Pacwest authority to

provide intrastate voice and data services.~1 The HPUC also

recently granted other carriers authority to provide intrastate

telecommunications services. In response to these competitive

forces, GTE has: (1) lowered its rates for competitive intrastate

and interstate offerings, such as DS1 and DS3 services;~1

(2) established individual case basis ("ICB") rates for high-

volume customers;il (3) proposed to establish ICB rates for the

~I Pacwest's affiliates also provide domestic and international
telecommunications services in markets outside of Hawaii.

~I The only exception was Pacwest's limited authority to
provide point-to-point data communication service over microwave
facilities.

~I This authority is not limited to the provision of service
over microwave facilities, but includes fiber optic and other
types of facilities.

~I See GTOC Tariff Transmittal No. 963 (issued May 9, 1995).

il See GTOC Tariff Transmittals 972 (issued June 7, 1995), 975
(issued June 22, 1995), and 976 (issued June 26, 1995).
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federal government j 1/ and (4) maintained unreasonably high rates

for noncompetitive interstate offerings, such as EIS.

I. GTE Fails To Justify It Unreasonably High EIS Rates Or Its
Method Of Recovering The Costs Associated With The Provision
Of EIS.

A. Overhead Loadings.

Upon its review of the local exchange carriers' ("LECsl")

initial virtual interconnection tariffs, the Commission observed

that:

It appears that LECs tend to assign low overheads in
markets where they face actual or potential competition
from interconnectors and assign high overheads where
they do not. ~/

This pricing practice allows GTE to shift common overhead

costs from competitive service offerings to noncompetitive EIS

offerings purchased by service providers, like Pacwest, and

subsidize its competitive service offerings through inflated

expanded interconnection rates borne by its competitors. This is

precisely the course of action GTE is pursing in the Hawaii

market. For example, GTE is: (1) offering significant volume and

term discounts for DSl/DS3 services, but is not offering similar

discounts for EISi and (2) aggressively establishing and pursuing

1/ GTOC Tariff Transmittal 988 (issued August 25, 1995).

~/ Ameritech Operating Companies, CC Docket No. 94-97, DA 94-
1421 (released December 9, 1994), at ~ 21.
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ICB pricing. The combination of GTE offering its end user

customers volume and term discounts and ICB pricing, while

maintaining unreasonably discriminatory EIS rates for its

competitor customers, is having a chilling effect on the

development of competition in the Hawaii market.

Furthermore, GTE effectively prevents any detailed analysis

of its ICB rates, including overhead loadings, by failing to

identify its direct costs of providing service. 2/ Instead, GTE

seems to have buried its overhead loading into individual cost

components rather than clearly identifying the overhead loading

that applies to its ICB rates.

The Commission should not allow GTE to avoid critical

analysis of its pricing practices. Pacwest urges the Commission

to require GTE to establish comparable pricing structures for EIS

and high-capacity services, including the offering of volume and

term discounts for EIS. Pacwest also urges the Commission to

limit GTE1s authority to establish ICB offerings, absent unique

customer-specific requirements. In such instances, the

Commission should require a detailed showing to demonstrate true

"uniqueness" of the proposed offerings, and if such offerings are

2/ See GTOC Tariff Transmittal No. 976 (issued June 26, 1995)
(establishing ICB rates for fiber transport for a self-healing
155.52 Mbps STM-1 service on the island of Oahu, Hawaii).
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justified, GTE should be required to impose overhead loading

factors comparable to those that apply to Ers service.

B. Installation and Engineering Costs.

GTE's method of recovering costs for Ers deviates from its

method of recovering costs for comparable DS1/DS3 services. For

example, while GTE's installation and engineering costs for Ers

and DS1/DS3 services are recovered through a direct assignment

methodology, GTE recovers Ers installation and engineering costs

through a nonrecurring charge, but recovers DS1/DS3 installation

and engineering costs partially through a nonrecurring charge and

partially through a monthly recurring charge. lll Similarly, GTE

recovers design engineering costs for Ers through a nonrecurring

charge, but recovers engineering costs for DS1/DS3 service

partially through a nonrecurring charge and partially through a

monthly recurring charge. ill This disparate pricing practice

effectively creates a barrier to the establishment of Ers

arrangements by imposing significant front-end charges on

collocators, whereas GTE's end-user customers of DS1/DS3 services

are able to pay a portion of the installation and engineering

charges on a monthly recurring basis.

III GTE Direct Case at 5.

ill Id. at 9.
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C. Maintenance Costs.

GTE recovers maintenance costs through a monthly recurring

charge for both EIS and DS1/DS3 services. However r for DS1/DS3

service, this charge is computed by applying an annual

maintenance charge factor to the capital investment required to

provide the service and bundling this cost into the DS1/DS3

monthly recurring charge, whereas for EIS service, the

maintenance charge is computed by estimating the number of labor

hours required each month to maintain the equipment. GTE imposes

a separate maintenance rate element for EIS. While this

disparate pricing practice precludes any meaningful comparison

between GTE's maintenance charges, it provides yet another

example of GTE's establishment of an unreasonably discriminatory

rate structure for EIS.

C. Volume and Term Discounts.

Despite the fact that GTE provides volume and term discounts

to its high capacity end user customers, and repeated requests by

parties in this proceeding to likewise provide col locators volume

and term discounts, GTE still refuses to establish a discounted

rate structure for virtual collocation. The refusal to provide

col locators with the same discounted rate structures available to

GTE's end user customers unreasonably discriminates against

col locators in violation of Section 202 of the Communications
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Act, 47 U.S.C. § 202. In addition, it denies col locators the

benefits of economies of scale associated with high capacity

operations. It also unjustly enriches GTE by failing to reflect

the administrative and marketing cost savings that stem from a

collocator's willingness to make long-term service commitments.

In order to remedy this discrimination, the Commission should

prescribe volume and term discounted rate structures for virtual

collocation that mirror the discounts that GTE provides for its

high capacity services.

In its Direct Case, GTE fails to justify its disparate rate

structures for EIS and DS1/DS3 services. Although EIS is a

relatively new service offering, the components of this service

offering (service provisioning, equipment installation, power,

cable installation, cable support, equipment maintenance, etc.)

are essentially the same as the components of DS1/DS3 service.

GTE has not demonstrated any reasonable basis for the disparate

and discriminatory pricing it has proposed for the two service

offerings. The Commission should therefore require GTE to

establish a comparable rate structure for EIS and DS1/DS3

service.
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Conclusion

Pacwest urges the Commission to require GTE to establish a

rate structure for EIS comparable to its DS1jDS3 services and ICB

offerings.

Respectfully submitted,

GST Pacwest Telecom Hawaii, Inc.

Gene DeJordy
SWIDLER & BERLIN, Chartered
3000 K Street, N.W.-Suite 300
Washington, D.C. 20007
202-424-7500

Attorneys for GST Pacwest
Telecom Hawaii, Inc.

Dated: November 9, 1995

149175.1
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